We next differentiate our sample into high-and low-growth countries and find that only firms located in the former exhibit positive and significant assets growth to cash flow sensitivities, of similar magnitudes before and during the crisis. This indicates that firm in high-growth countries have greater resilience than firms in low growth countries, as they appear to be willing to use retained profits to grow in non-crisis and crisis periods. When partitioning our sample into high-and low-cash countries, we do not find significant differences between the two groups, suggesting that relative stocks of cash do not affect the willingness of firms to use internal funds to support growth in crisis or non-crisis periods.
We finally differentiate our sample on the basis of firm characteristics. In particular, we first partition firms into those with positive and negative cash flow, with the aim of assessing whether the latter, which might be financially distressed, exhibit different assets growth to cash flow sensitivities. We find positive sensitivities for both groups both before and after the crisis, suggesting that whether cash flow is positive or negative does not matter for Asian firms. Similarly, we find that having positive or negative working capital also does not affect the sensitivities before and after the crisis. The positive assets growth to cash flow sensitivities that we observe may therefore be an indicator of the readiness of firms to use internal funds to finance growth, and to continue to do so during a financial crisis.
